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U.S. Budget for Fiscal Year 1957 


In his budget message to Congress, President Eisen- 
hower estimated small surpluses in the federal administra- 
tive budget for fiscal 1956 ($200 million) and for fiscal 
1957 ($400 million). (On an over-all cash basis, after 
taking account of extrabudgetary items, an excess of $2.4 
billion in federal receipts over expenditures is expected 
for each year.) This outlook arises from the substantial 
reductions in government outlays over the past three 
years and from the significant increase in tax revenues 
which accompanied the U.S. business recovery. Although 
expenditures in fiscal 1957 will rise above those of the 
present fiscal year, the increase will be more than offset 
by the expected rise in receipts from the continued growth 
of the economy. In order to achieve balance in the 1957 
budget, however, present tax rates must be maintained. 
Under conditions of record peacetime prosperity, tax 
reductions are not justified, particularly since they would 
entail a further increase in the public debt. 

Budget receipts for fiscal 1956 are presently estimated 
at $64.5 billion, compared with actual receipts of $60.4 
billion a year earlier. A rise to $66.3 billion is expected in 
fiscal 1957. Expenditures in 1956 are expected to total 
$64.3 billion, a slight reduction from 1955. On the basis 
of proposed legislation, they would rise to $65.9 billion 
in fiscal 1957. 

As in the past several years, national security expendi- 
tures account for the largest part of total proposed out- 
lays in fiscal 1957. At $40.4 billion, they account for 61 
per cent of the total, and would be almost $1 billion 
higher than estimated outlays for 1956. The increase 
results, for the most part, from expected higher expendi- 
tures on guided missiles, on general operation and main- 
tenance, and on reserve components. Outlays on guided 
missiles, at $1.3 billion, would be one-third above 1956 
and double actual outlays in 1955. A 10 per cent rise in 
the cost of operation and maintenance is attributed to the 


Europe 


U.K. Exchange Policy 


Sir Edward Boyle, Economic Secretary to the Treasury, 
stated on January 6 that Mr. Butler’s speech at the Inter- 
national Monetary Fund meeting in Istanbul in Septem- 
ber, in which he dealt with U.K. exchange rate policy 
and the timing of moves on the exchange front, repre- 
sented U.K. Government policy and therefore stands. Mr. 


larger number of air bases and other installations which 
must be supported, and to the growing complexity of new 
weapons and equipment. Expenditures for reserve com- 
ponents would be one-fourth larger, reflecting an increase 
of 130,000 reservists and further expansion of facilities 
for reserve forces. Expenditure for atomic energy in 
1957 is estimated at $1.9 billion, $230 million higher 
than in 1956. Outlays for stockpiling are expected to 
decline from $713 million in the present fiscal year to 
$378 million in 1957, reflecting the increased number of 
stockpile objectives which have been completed. Military 
aid abroad would be virtually unchanged at $2.5 billion. 
Expenditures for economic aid abroad, to provide de- 
fense support, development assistance, and technical aid 
to critical areas in Southern Europe and the Near and 
Far East, would be slightly more than in fiscal 1956. The 
President will recommend more flexibility in the use of 
funds under the Mutual Security Program, to enable a 
more effective response to new situations that may arise. 
The largest increase in expenditures other than those 
for national security is proposed for the labor and welfare 
programs, with expenditures of $3 billion, compared with 
estimates totaling $2.8 billion for 1956. The increase 
results largely from proposed federal aid for school con- 
struction. Expenditures for agriculture would be un- 
changed; costs of the “soil bank” proposal would be off- 
set by smaller loans on and purchases of farm products. 
Increased expenditures are recommended for highway 
construction, the merchant fleet, public housing, and civil 
defense, but net budget expenditures under the commerce 
and housing category as a whole will be less than in 1956 

if the proposed increases in postal rates are accepted. 
Source: The Budget of the United Staies Government for 
the Fiscal Year Ending June 30, 1957, Washing- 

ton, D. C., January 16, 1956. 


Butler had stated that U.K. financial policy would con- 
tinue to be the maintenance of the exchange parity of 
$2.80 to the pound. “My Government has taken no deci- 
sion upon the timing of the convertibility of sterling, nor 
upon the nature of the exchange arrangements after that 
date. All discussions and rumours about impending 
changes of the parity of, or margins for, sterling are un- 
realistic and irrelevant.” 


Source: The Times, London, England, January 7, 1956. 
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Irish Bank Rate 


It was announced on December 20 that, as from Janu- 
ary 1, 1956, the ordinary bank overdraft rate in Eire 
would be raised from 5% per cent to 644 per cent, and 
the rate on bank deposits under £25,000, from 1 per cent 
to 14% per cent. 

Source: The Manchester Guardian, Manchester, Eng- 
land, December 21, 1955. 


French Import Liberalization Measures 


Two new lists of products for which all quantitative 
import restrictions are removed were published in the 
French Journal Officiel of January 3, 1956. The first list 
applies to products imported from member countries of 
the OEEC. The percentage (with 1948 as the basis for 
calculation) of private import liberalization for this area 
is raised from 77.5 to 79. The newly liberalized products, 
the most important of which are farm machinery, shoes, 
grinding equipment, and various chemicals, are subject 
to the special compensatory import tax (see this News 
Survey, Vol. VIII, p. 90). 

The second list covers products which can now be 
freely imported from the dollar area, Hitherto, all im- 
ports from the dollar area have been under license. The 
liberalized products cover about 11 per cent of private 
imports from the dollar area and are not subject to a 
special compensatory import tax. The main products 
involved are machinery (with the exception of farm 
machinery), various chemicals, and timber products. 


Source: Le Monde, Paris, France, January 4, 1956. 


French Equipment Projects Abroad 


During the second half of 1955, French industries 
entered into equipment contracts with foreign countries 
for the following projects: in Europe, the first portion of 
a subway in Lisbon (Portugal) by Société parisienne 
pour l'industrie électrique; in the Middle East and Asia, 
(1) a subway in Haifa (Israel) by Compagnie dun- 
kerquoise d'entreprise, (2) an irrigation system in 
Moussayek (Iraq) by Ossude, (3) a pipeline from Ahwaz 
to Teheran and Azna-Ispahan (Iran) by Entrepose, (4) 
public works in Khulna (Pakistan) and (5) a dam on 
the Da-Nhim River (Vietnam), both by Entreprise 
Billiard and Etablissements Sainrapt et Brice, and (6) a 
new Hong Kong airport by Société francaise d’entreprises 
de dragages et de travaux publics; in North America, 
the construction of locks on the St. Lawrence River (Can- 
ada) by Grands travaux de Marseille and Entreprise 
Fougerolle; and in Central and South America, the con- 
struction of (1) an underpass between Rio de Janeiro 
and Niteroi (Brazil) by Société études et entreprises, 
(2) a tunnel under the Bay of Havana (Cuba) by 
Grands travaux de Marseille, and (3) a steel mill in 
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Chimbote and participation in the construction of a 
hydroelectric power plant in Cafion del Pato (Peru) by 
Etablissements Delattre et Frouard and Société générale 


d’exploitations industrielles. 


Source: Le Monde, Paris, France, December 11, 1955. 


Finnish Exchange Rate Policy 

The Bank of Finland on December 15, 1955 reduced 
the premium on foreign exchange for travel purposes 
from about 51 per cent to about 42 per cent above the 
par value. The selling rate for U.S. dollars has been 
changed from Fmk 350 to Fmk 330 and for Swedish 
kronor from Fmk 67 to Fmk 63. At the same time, the 
foreign exchange allowance for travel outside the Scan- 
dinavian countries has been increased from Fmk 35,000 
($106) to Fmk 50,000 ($151) per trip. For travel to 
the Scandinavian countries the allowance is still 
Fmk 25,000 per trip. 

Starting January 1, 1956, the Bank of Finland abol- 
ished the practice of quoting fixed selling and buying 
rates for the currencies of Belgium, Denmark, the Fed- 
eral Republic of Germany, the Netherlands, Norway, 
Sweden, Switzerland, and the United Kingdom. In future, 
the rates for these currencies will be within a spread of 
%4 of 1 per cent on each side of the par value and will 
follow market quotations in the European arbitrage 
agreement countries. 

The Bank of Finland has also decided to permit trans- 
fers from the so-called “inland markka” accounts, held 
exclusively by foreign banks, to their “tourist markka” 
accounts, and vice versa. This will bring the “inland 
markka” and the “tourist markka” rates into line. 


In commenting on these measures, Dr. Klaus Waris, 
the Deputy Governor of the Bank of Finland, stated that 
the aim of foreign exchange policy should be to arrive 
at a uniform exchange rate, and that the Bank of Finland 
is gradually approaching this goal. According to Dr. 
Waris, the parallel-and compensation-transactions, under 
which buyer and seller agreed freely on the rate of 
exchange, had constituted the most serious deviation in 
past years from a uniform foreign exchange rate policy. 
The direct link between import and export transactions 
ceased in 1953, however, with the introduction of the 
Clearingkunta, which instead levied a fee on certain im- 
ports and granted a subsidy to certain exports. The 
subsidy was at first allowed to reach a maximum of 30 
per cent, but this was later lowered to 20 per cent and at 
present is 16 per cent. At the same time, the proportion 
of total Finnish exports subsidized in this way has fallen 
to 5.5 per cent. The levy on foreign exchange for im- 
ports, charged by the Clearingkunta, is a uniform 20 per 
cent, and the value of these imports now amounts to 4.4 
per cent of total Finnish imports. The Bank of Finland 
intends to continue cutting down on these transactions. 





INTERNATIONAL Financia, News Survey, January 20, 1956 


According to Dr. Waris, the abolition of fixed rates for 
certain West European currencies has been made possible 
since Finland’s bilateral agreements with these countries 
have been replaced by agreements which provide for 
some degree of transferability. Furthermore, without 
agreements of this kind it would not have been possible 
to maintain the present extent of automatic licensing. In 
December of last year automatic licensing was further 
extended, and it now includes commodities with an esti- 
mated annual import value of Fmk 85 billion, or about 
50 per cent of Finland’s imports. 

Sources: Hufvudstadsbladet, Helsinki, Finland, Decem- 
ber 15, 1955; Svenska Dagbladet, Stockholm, 
Sweden, January 3, 1956. 


Increase in Rents in Finland 


The Finnish Government has decided that, as of Janu- 
ary 1, 1956, rents of houses built before June 1, 1939 will 
be increased by 25 per cent. For houses built in the years 
1939-48, the increase will be on a sliding scale from 23 
to 3 per cent; there will be no increase for houses built 
after 1948. Contrary to earlier regulations, lessors and 
lessees may from now on agree on rents different from 
those decided by the Government, and business premises 
are now exempt from rent regulations. 


Source: Svenska Dagbladet, Stockholm, Sweden, Janu- 
ary 2, 1956. 


West German Ship Construction 


The number of seagoing vessels under construction in 
German shipyards on October 31, 1955 was 323; 140 of 
these vessels, totaling 553,000 tons, were under contract 
for foreign owners. Between January and October, 243 
seagoing ships, totaling 692,000 tons, were built, of which 
163 (355,000 tons) were constructed on domestic orders 
and 80 (337,000 tons) on foreign orders. Almost 100,000 
persons are now employed in this industry. 

Source: Bundeswirtschaftsministerium, Tagesnachrich- 
ten, Bonn, Germany, December 5, 1955. 


The West Berlin Economy in 1955 


The greatest economic progress in West Berlin since 
the currency reform of 1948 has been recorded in 1955. 
“Gross National Product,” which increased by 12 per 
cent in the Federal Republic, rose in Berlin by more than 
15 per cent, or 13 per cent in real terms. Expansion of 
productive capacity, largely financed by counterpart 
funds and by special tax privileges, has enabled indus- 
tries in West Berlin to take advantage of the investment 
“boom,” which lasted throughout the year. Apart from 
increases in private orders, government agencies have 
also placed an increasing share of their orders in West 
Berlin; at the beginning of 1955 they were three times 
as large as they had been a year before. 
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As a consequence of increased production, employment 
rose by about 50,000; the average number employed in 
1955 was 810,000, against 760,000 in 1954. The average 
gross income of employees rose by 5 per cent, to 
DM 3,900; because of a 20 per cent cut in salary taxes 
for Berlin, the net income of employees rose even more, 
by 8 per cent. Because Berlin has lost its functions as 
the seat of government, it has had to adjust its economic 
structure, replacing services by industrial production. 
These adjustments made excellent progress in 1955; the 
share of industry and handicrafts in Gross National 
Product has risen from 39 per cent to 42 per cent. Of 
the 50,000 new employees in 1955, 35,000 were hired by 
industry. The inflow of orders has been so high that by 
mid-1955 industrial production was about 25 per cent 
greater than it had been in the preceding year. Although 
the rate of incoming orders for capital goods industries 
decreased in the first half of 1955, orders for’ consumer 
goods industries increased substantially. 


The total turnover of West Berlin’s industries increased 
by about DM 1 billion over 1954, amounting to DM 5.3 
billion in 1955. Sales to the Federal Republic rose by 
DM 600 million, and exports to other countries by DM 75 
million. Total sales outside West Berlin were greater 
than in 1954 by 23 per cent, and amounted to DM 3.7 
billion. Investment in 1955 was greater than in 1954 
by 16 per cent, and a still higher investment rate would 
make further industrial expansion possible. It is hoped 
that the measures to promote further increases of produc- 
tion—tax reductions, placement of public orders, etc.— 
will be continued or extended in 1956. Private consump- 
tion in 1955 rose by 12 per cent and public expenditure 
by 7 per cent; the increase in total expenditure was less 
than the increase in the national product, the difference 
corresponding to a reduction in the excess of West Ber- 
lin purchases from the Federal Republic and from foreign 
countries over its sales to these areas. The “import” 
deficit decreased from DM 1 billion in 1954 to DM 0.9 
billion in 1955. Hence, West Berlin is now capable of 
paying for up to 85 per cent of its imports by its exports 
of goods and services. 


Source: Deutsches Institut fiir Wirtschaftsforschung, 
W ochenbericht, Berlin, Germany, December 22, 
1955. 


Relaxation of Austrian Import Restrictions 


The Austrian Government recently decided to extend 
the liberalization of imports from OEEC countries from 
83.5 per cent to about 88 per cent, as of January 1, 1956, 
and to 90 per cent not later than June 1, 1956. The new 
liberalization list, which has already been published, in- 
cludes among goods freed from restrictions at the be- 
ginning of this year such items as copper, nickel and 
tungsten ores, synthetic rubber, gasoline (with an octane 





content over 85), oil production and refinery equipment, 
television transmitters, X-ray films, and chemical prod- 
ucts. The import commodities already listed but to be 
liberalized at a later date include iron, steel and metal 
products, ball bearings, and various technical and scien- 
tific instruments. 


Sources: Austrian Information Service, Austrian Infor- 
mation, New York, N. Y., December 24, 1955; 


Die Presse, Vienna, Austria, December 24, 1955. 


Greek Budget 


When submitting to December 16, 
1955, the budget for the fiscal year 1955-56 (July 1, 1955 


to June 30, 1956). the Greek Minister of Finance dis- 


Parliament, on 


cussed recent economic developments in Greece and set 
forth the objectives of fiscal policy and the means to 
achieve them. 

According to the original estimates, the current budget 
for the fiscal year 1954-55 contemplated a deficit of 
Dr 850 million; after the inclusion of counterpart funds 
of Dr 1,200 million (Dr 1,050 million in respect of mili- 
tary assistance and Dr 150 million for aid to earthquake- 
stricken areas), there would, however, have been a surplus 
of Dr 350 million, which was to be transferred to the 
investment budget. The Minister stated that preliminary 
figures indicate that the current budget of the past fiscal 
year actually showed a surplus of Dr 526.5 million, after 
inclusion of counterpart funds, and the investment budget 
a deficit of Dr 603.5 million, leaving an over-all net deficit 
of Dr 77 million, equal to less than | per cent of the 
combined expenditure of the two budgets. 


In the current budget for 1955-56, total revenue is set 
at Dr 12,289 million, including Dr 10,664 million from 
Greek sources, Dr 225 million from contributions from 
NATO members, and Dr 1,400 million from counterpart 
funds that are to be placed at the Government's disposal 
on condition that their release does not inflate the cur- 
rency circulation. Counterpart funds are to cover 34.2 
per cent, or Dr 1,044 million, of defense expenditure 
proper, and 41.4 per cent, or Dr 331 million, of expenses 
connected with the reconstruction of earthquake-stricken 
areas. Current expenditures are set at Dr 12,039 million, 
of which, however, Dr 642 million is expected to remain 
unutilized at the end of the fiscal year. The resulting 
surplus of Dr 892 million, together with Dr 580 million 
from other sources (including borrowings of Dr 400 
million from the deposits of public institutions with the 
Bank of Greece and Dr 30 million from foreign credits), 
is to be used for public investments. With the addition 
of investments to be carried out through the Public 
Electricity Enterprise and the Economic Development 
Financing Organization, the public investment program 
for the fiscal year 1955-56 amounts to Dr 2,017 million, 
compared with an investment program of Dr 2,167 mil- 
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lion and actually realized investments of Dr 1,269 mil- 
lion in 1954-55. 

Ordinary revenue from taxation for the fiscal year 
1955-56 is set at Dr 10,463 million, compared with actual 
revenue of Dr 8,923.5 million in 1954-55 (preliminary 
figures). There has been little change in the revenue 
structure; direct taxes in the 1955-56 budget account for 
approximately 22 per cent of total taxation revenue and 
indirect taxes for some 71 per cent, roughly the same 
proportions as in 1954-55. Ordinary direct taxes in 
1955-56 are expected to yield Dr 1,465 million (Dr 1,425 
million in 1954-55). In view of the higher economic 
activity in 1955-56, the yield of direct taxes would have 
risen more but for the introduction, as of July 1, 1955, 
of a new unified progressive income tax and a number of 
other taxation measures affecting certain groups. The 
proceeds from customs duties, including consumption 
taxes levied at the time of importation on sugar, fuel, and 
other commodities, are set for 1955-56 at Dr 2,600 mil- 
lion, or Dr 767 million more than actual revenue from 
these sources in 1954-55. This increase is due both to 
increases in customs duties introduced as of April 27, 
1955 and to prospective higher imports. Total U.S. aid 
available in 1955-56 amounts to US$76.6 million, of 
which $12.6 million consists of aid in kind to be granted 
through charitable organizations and $1 million is for 
technical assistance; counterpart funds will thus amount 
to the equivalent of $63 million ($50 million in 1954-55), 


of which $41.8 million will be grants and $21.2 million 
loans. 


Excluding outlays connected with the NATO infra- 
structure and with obligations from previous years, ex- 
penditure for 1955-56 is set at Dr 11,664 million (in- 
cluding Dr 753 million for reserve), or Dr 1,299 million 
more than in 1954-55; the increase is mainly the result 
of higher civil expenditure (Dr 1,017 million) and 
special expenditure for reconstruction of earthquake- 
devastated areas (Dr 305 million). Appropriations for 
payroll and pension payments for 1955-56 amount to 
Dr 4,656.4 million. Total current expenditure is estimated 
at nearly 22 per cent of the national income, and is 
classified as follows: 13.3 per cent of national income 
for the normal expenditure of civil ministries, 1.5 per 
cent for reconstruction of earthquake-devastated areas, 
1.5 per cent for internal security, and 5.4 per cent for 
defense expenditure proper. Defense outlay proper ac- 
counts for 24.8 per cent of total current expenditure 
and absorbs 27.4 per cent of total revenue from Greek 
sources. The corresponding 1938-39 percentages were 30.3 
and 28.1, respectively, but prewar defense expenditure 
also included purchases of war materiel which is now 
granted by the U.S. Government. If the NATO definition 
of military expenditure (including expenses for main- 
tenance of a constabulary force, construction of various 
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projects of strategic importance by various public bodies, 
war pensions, etc.) is used, the outlay for the mainten- 
ance of the present military establishment accounts for 
38.4 per cent of total expenditure, 42.6 per cent of do- 
mestic revenue, and 6.6 per cent of the gross national 
product. 


The Minister stated that the 1955-56 budget includes 
an appropriation of Dr 238 million for servicing and 
amortization of Greece’s postwar public debt (U.S. sur- 
plus stock loan of 1946, Export-Import Bank credits, 
1954 internal loan) as well as for the discharge of certain 
other obligations. Although the Government fully recog- 
nizes the importance of fully restoring the creditworthi- 
ness of the country, it has still not deemed it advisable 
to earmark in the 1955-56 budget any sum for servicing 
and amortization of Greece’s prewar public debt. Recent 
efforts to come to an agreement with the foreign bond- 
holders have not been successful. The Minister added 
that, if the sums for servicing the prewar debt are utilized 
during a number of years for economic development, 
this might help to create, sooner than would otherwise 
be possible, economic conditions that would make pos- 
sible a satisfactory agreement with the bondholders. 


Source: Oikonomikos Tahidromos, Athens, Greece, De- 
cember 22, 1955. 


Greek Banking System 


An extraordinary meeting of shareholders of the Na- 
tional Bank of Greece and Athens, held on December 23, 
1955, elected Mr. Basil Kyriacopoulos—heretofore 
Deputy Governor of the Bank of Greece—as Governor 
of the Bank in place of Mr. Costis Eliascos. Mr. D. 
Galanis, formerly Director General of the Economic 
Development Financing Organization, was appointed 
Deputy Governor of the Bank. The meeting was initiated 
by the Government, which, through the shares owned by 
various public institutions, is the main shareholder. This 
action, together with the decision to appoint commis- 
sioners to commercial banks, became necessary, according 
to the Minister of Finance, as a result of the need to en- 
force the national credit policy. In the past, the directives 
of the monetary authorities had been repeatedly violated 
by private banks. 


In this connection, the question whether the merger, 
early in 1953, of the National Bank of Greece and the 
Bank of Athens in one institution, the National Bank of 
Greece and Athens (see this News Survey, Vol. V, p. 287), 
had produced the results expected from it has been 
raised in Oikonomikos Tahidromos. Statistics indicate 
that the new bank has not benefited from the merger; in 
fact, its present share of total commercial bank transac- 
tions appears to be smaller than the combined shares of 
the two institutions prior to the merger. On June 30, 
1955 the National Bank of Greece and Athens accounted 
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for only about half of the total commercial bank credit, 
compared with 77.5 per cent for the combined shares of 
the National Bank of Greece and the Bank of Athens 
toward the end of 1952. The corresponding percentages 
for commercial banks’ deposits are 54 per cent and 73.8 
per cent. Although the new bank dismissed some 1,500 
employees, or about 25 per cent of the combined staffs 
of the two merged banks, its profits seem to lag behind 
those which were previously realized by the two banks. 

It is also stated that the credit policy of the new bank 
has not helped to improve money market conditions, 
which have greatly deteriorated since the war owing to 
general economic conditions. Any commercial bank en- 
joying a de facto monopoly cannot serve the general in- 
terest of the economy. The problems relating to the 
banking system should be made part of an over-all 
economic program, with a specific field of action assigned 
to each bank; and both the objectives and the means to 
achieve them should be clearly defined. 


Sources: Oikonomikos Tahidromos, Athens, Greece, va- 
rious issues. 


Middle East 
Foreign Capital Investment in Egypt 


The Industrial Ownership Department of the Ministry 
of Commerce and Industry estimated foreign capital in- 
vestment in Egypt during 1955 (up to the end of October) 
at LE 30.2 million, invested in 322 establishments. Of 
this amount, LE 4.4 million was invested in the oil in- 
dustry, LE 2.2 million in banking, LE 2 million in insur- 
ance, and LE 1.8 million in transport services. Invest- 
ments in land companies, cigarette manufacturing, edible 
oil pressing mills, and textiles, in that order, constitute 
the most important other channels. The United Kingdom 
was the leading investor in Egypt during the period 
surveyed, with a total investment of LE 15.3 million. The 
United States came next, with a total of LE 5.5 million, 
followed by France, Belgium, Jordan, Turkey, Italy, the 
Netherlands, and Greece, in that order of importance. 
Sources: Al Ahram, December 30, 1955, and Egyptian 

News Agency, Mena, December 31, 1955, Cairo, 
Egypt. 


Far East 
India’s Second Five Year Plan 


The Standing Committee of the National Development 
Council, meeting in New Delhi on January 7 to discuss 
the draft memorandum on the Second Five Year Plan, 
has agreed that the total expenditure of Rs 48 billion 
(US$10.1 billion) proposed for the public sector of the 
economy in the draft memorandum was the maximum 


that could be envisaged. Various proposals were dis- 





cussed for raising financial resources for the Plan, in- 
cluding state trading, state insurance, and savings 
schemes. It was also agreed that the Central and State 
Governments should take steps forthwith to implement 
the recommendations in the Plan pertaining to additional 
taxation. 


It was further decided that the public sector should 
steadily expand, especially in the basic industries, in- 
cluding machine and machine tool production, and that 
the concentration of wealth and economic power in 
private hands should be prevented, so that a decentralized 
pattern of production might emerge. In this connection, 
it was emphasized that private enterprise should have 
freedom to function without hindrance in the sphere 
reserved for it. 


In regard to land policy, the Committee approved in 
principle the draft proposals for fixing ceilings on land 
holdings, for conferring ownership rights on tenants, and 
for resettling landless farm workers, as well as those for 
cooperative farming and village management. It also 
approved in principle the prohibition proposals contained 
in the draft memorandum. 

Source: Embassy of India, IJndiagram, Washington, 
D. C., January 11, 1956. 


Indian Tea Export Duty 


The Government of India has fixed the price of tea 
for determining export duty at Rs 3-1-5 (65 U.S. cents) 
per pound, effective January 1, 1956, compared with 
Rs 3-4-5 (69 cents) per pound in force from December 1, 
1955. Accordingly, the export duty will be reduced from 
8 annas (10% cents) per pound to 6 annas (7% cents) 
per pound (see this News Survey, Vol. VIII, p. 136). 
Source: The Statesman (Overseas Edition), Calcutta, 

India, January 7, 1956. 


Ceylon’s Tourist Income 


Ceylon’s income from tourist trade in the first nine 
months of 1955 totaled Rs 7.7 million (US$1.6 million), 
which was Rs 1.3 million (US$273,000) less than in the 
first nine months of 1954. 

Source: Ceylon Daily News, Colombo, Ceylon, Novem- 
ber 7, 1955. 


Thai Government Guarantees of Private Loans 


The Bank of America has agreed to provide loans for 
industries in Thailand, if the Thai Government will 
guarantee their repayment. The Government has there- 
fore laid down the following conditions which must be 
observed if such guarantees are to be given. The borrow- 
ing concern must be a juristic entity with adequate 
capital. The goods produced by it must be essential for 
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Thailand, and its production projects must be approved 
by the Government. It must have obtained government 
approval for the loan, and will be subject to government 
control after the Government’s guarantee has been given. 

The Government has so far guaranteed only one loan 
of US$10 million to the Thai Economic Development 
Corporation. 


Sources: The Bangkok Post, Bangkok, Thailand, Octo- 
ber 21 and 31, 1955. 


Rice Agreement Between Thailand and Indonesia 


An agreement between the Governments of Indonesia 
and Thailand for the sale to Indonesia of 100,000 metric 
tons of 25 per cent white rice was reported in December. 
Deliveries were to begin at an early date and are to be 
completed by the end of 1956. The price of deliveries on 
or before December 31 was to be $4.94 per 100 pounds, 
deliveries after that date being made at the rate of $4.81 
per 100 pounds. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., December 12, 1955. 


Economic Relations Between Vietnam and France 


It was announced in Saigon, on December 20, 1955, 
that the convention of December 1954 which fixed the 
exchange parity between the Vietnam piastre and the 
French franc would be abrogated on January 1, 1956. 
An exchange market will be established in Saigon, func- 
tioning under the control of the National Bank of Vietnam 
and the Vietnam Exchange Office. The creation of an 
exchange stabilization fund is contemplated. Hitherto, all 
financial transactions undertaken by Vietnam have passed 
through the Paris market; in future, demands for ex- 
change will be satisfied with exclusive reference to their 
usefulness for Vietnam. 

The preferential tariff arrangements for the benefit of 
French imports into Vietnam will be temporarily pro- 
longed until February 29, but it is not intended to nego- 
tiate a new agreement to replace the agreement of 
December 1954. 

Source: Marchés Coloniaux du Monde, Paris, France, 
December 24, 1955. 


Japanese Rice Imports {om Burma 


On January 6, 1956 Japan and Burma signed an agree- 
ment for the purchase of rice by Japan during the calen- 
dar year 1956. Japan will import 250,000 tons of rice 
at a price about 12 per cent higher than last year. A 
total of 240,000 tons of rice at a cost of £42 per ton 
came to Japan from Burma during 1955. 

Representatives of the two countries at the same time 


also discussed the proposed processing in Japan of U.S. 
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raw cotton for Burma, as well as other general trade 

questions, but no agreement has yet been reached. 

Source: The Nippon Times, Tokyo, Japan, January 7, 
1956. 


United States and Canada 


U.S. Treasury Decision on Plywood Imports 


The U.S. Treasury has dismissed complaints by do- 
mestic plywood producers that Japan is dumping plywood 
on the U.S. market at prices “less than fair value,” and 
thus closed one of the longest dumping investigations 
(started in late 1953) on record. The Treasury ordered 
Bureau of Customs officers to appraise Japanese imports 
without regard to the question of dumping, on the basis 
that plywood from Japan “is not being and is not likely 
to be sold” at prices below world prices or Japanese 
domestic prices, This determination was made on an 
internal cost-of-production basis, since firm information 
was not available showing prices of Japanese plywood in 
the home market or in third countries. 


Japanese exports of plywood to the United States 
totaled $16.5 million in 1954, compared with $7 million 
in 1953 and $1 million in 1952. Imports in 1955 are 
reported at a rate somewhat higher than during 1954. 
The Tariff Commission in early 1955 dismissed a request 
for tariff relief by domestic plywood producers under 
the escape clause, after finding that imports had not 
injured these producers and that production and sales 
in the plywood industry were exceptionally high. 


Source: The Journal of Commerce, International Edition, 


New York, N. Y., December 31, 1955. 


U.S. Farm Exports 


U.S. exports of farm products during the first five 
months of the marketing year, which started July 1, 1955, 
totaled’ $1:3' billion, ‘up slightly from the $1.2 billion 
during the comparable 1954 period. During October, 
however, exports were 7 per cent, and in November 18 
per cent, lower than a year earlier, reflecting mainly de- 
clines in cotton and wheat. For the entire five months, 
cotton exports were down more than 50 per cent from 
the 1954 period. Most other farm exports were higher, a 
sevenfold increase in dairy products being the largest. 
Source: The Wall Street Journal, New York, N. Y., Janu- 

ary 17, 1956. 


Canadian Payments Developments 


During the third quarter of 1955, Canada incurred a 
balance of payments deficit on current account of $89 
million, higher than is usual in the third quarter of the 
year and in contrast to the surplus of $20 million recorded 
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in 1954. The cumulative deficit for the first nine months 
of 1955 rose to $406 million, against $345 million last 
year. Merchandise exports rose from the second to the 
third quarter, in both volume and price, but this improve- 
ment was more than offset by a rapid counterseasonal 
increase in imports, resulting from a continuing expan- 
sion in Canadian sales and production, which was prob- 
ably reinforced by some inventory accumulation. The 
deterioration in the third-quarter current position, in 
comparison to 1954, was thus due primarily to a worsen- 
ing of $94 million in the trade balance, with the invisible 
deficit increasing only slightly. The trend during the 
first half of the year, when exports rose faster than 
imports, has thus been sharply reversed; for the nine- 
month period as a whole, however, the trade deficit was 
approximately the same as in 1954, and almost the whole 
of the change was attributable to higher invisible pay- 
ments, mainly or travel and investment income account. 


Most of the additional imports during 1955 came from 
the United States; while exports to the United States 
also rose, the greatest expansion of sales was in overseas 
markets. The bilateral deficit with the United States rose 
by $139 million, to $715 million, while the overseas 
surplus rose by $78 million, to $309 million. 


Receipts of long-term capital (including repayments on 
intergovernment loans) rose from the abnormally low 
figure of $64 million in the second quarter of 1955 to 
$104 million in the third. The improvement was due main- 
ly to smaller redemptions of Canadian securities abroad, 
the flow of direct investment capital, at $80 million, being 
little changed. Short-term transactions resulted in a net 
outflow of $18 million, in place of an apparently seasonal 
inflow of $154 million in the second quarter; nonresident 
sales of outstanding Canadian Government obligations 
continued, and there was a decline in foreign holdings 
of Canadian dollars, but most of the swing was due to 
a sharp drop in “other capital” receipts, which include 
commercial credits. For the first three quarters of 1955, 
long-term receipts were $340 million, about $100 million 
less than in 1954, principally as a result of the cessation 
of Canadian borrowing in the United States following the 
narrowing of the interest differential; short-term trans- 
actions, however, after allowing for strong quarter-to- 
quarter fluctuations, resulted in a net inflow of $58 
million, the first net receipts in this period since 1951. 


As a result of these developments, official holdings of 
gold and foreign exchange during the third quarter in- 
creased by $7 million, while the exchange rate averaged 
Can$1.00—US$1.0144, slightly below the second-quarter 
rate and falling to a two-year low of US$1.010 in Sep- 
tember. 


Source: Dominion Bureau of Statistics, Quarterly Fs- 
timates of the Canadian Balance of International 
Payments, Third Quarter, 1955, Ottawa, Canada. 





Latin America 


Bolivian-Uruguayan Commercial and Payments Agreements 


On November 29, 1955 Bolivia and Uruguay signed a 
commercial convention and a payments agreement to 
facilitate and expand trade. Both documents are to be- 
come effective following the exchange of ratifications. 


The commercial convention is to be in effect for three 
years, and may then be renewed unless denounced earlier. 
It provides for mutual most-favored-nation treatment, 
with a few exceptions, in customs duties and related 
charges; control over means of international payments; 
and freedom of land and river transit from taxes, obliga- 
tions, and restrictions for persons and merchandise, in- 
cluding merchandise officially in transit from third coun- 
tries. The convention also grants maximum mutual use 
of all free zone facilities. 


During the first year of the convention, both countries 
will facilitate Bolivian exports to Uruguay of lumber 
(including railroad crossties), lead ingots, melted tin 
and silver, crude salt, other minerals, and forest products. 
Uruguayan products to be exported to Bolivia will be 
mainly wool, industrial products, such as automotive 
tires and tubes, enameled iron table and kitchen utensils, 
agricultural implements and parts, pharmaceutical prod- 
ucts, rice, industrial tallow, breeding cattle, wheat, wheat 
flour, and edible oils. 


After the first year the list of commodities to be 
traded may be changed, because of the possibility that 
Bolivia may be able to export petroleum to Uruguay 
through a pipeline to the Paraguay River and then by 
barge downstream to Uruguay. 


Finally, provision is made for the creation of a per- 
manent body in each country, and of a mixed commis- 
sion, to supervise trade transactions under the convention. 


The payments agreement provides for the establishment 
of a trade account in “convention” dollars in the Central 
Bank of Bolivia and a reciprocal line of credit equivalent 
to US$0.5 million, with detailed indications of operations 
to be transacted under the account. A temporary recipro- 
cal credit of $250,000 is to be in effect for one year from 
the effective date of the agreement, but is subject to 
renewals for similar periods unless denounced. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., January 9, 1956. 


Other Countries 
Australian Wool Production 


The estimate of total wool production in Australia 
during 1955-56 was recently revised to 1,414 million 
pounds (greasy equivalent), compared with the prelim- 


The revised 


inary estimate of 1,331 million pounds. 
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estimate represents an increase of almost 10 per cent 
over the previous record output in 1954-55 of 1,288 
million pounds. 

In view of this higher estimate and the mild recovery 
of wool prices in recent months, the decline in wool 
receipts during 1955-56, compared with 1954-55, may 
be only about £A 30 million, instead of at least £A 50 
million, as had been anticipated earlier this season. 


Source: The Australian Financial Review, Sydney, Aus- 
tralia, December 15, 1955. 


Chemical Industry in Southern Rhodesia 


A plant for the production of superphosphate in South- 
ern Rhodesia will be erected close to Salisbury. The 
project will involve an investment of £3 million; pro- 
duction is scheduled to start in 1958 and will cover all 
chemical fertilizer requirements of the Federation of 
Rhodesia and Nyasaland. At present the Federation im- 
ports superphosphate from the Union of South Africa 
and from overseas countries. In addition to superphos- 
phate, the new factory will also produce phosphoric 
and sulphuric acids and use, as raw material, pyrite that 
is produced in Southern Rhodesia. The management of 
the enterprise is in the hands of the African Explosives 
and Chemical Industries; the project is backed by De 
Beers Consolidated Mines and the Imperial Chemical In- 
dustries. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, De- 
cember 23, 1955. 


Fund Alternate Executive Director 


Mr. R. E. Heasman, who has for some years been con- 
nected with the overseas side of the Bank of England’s 
work and who was until recently an Alternate member of 
the EPU Managing Board, has been appointed Alternate 
Executive Director for the United Kingdom, as of Janu- 
ary 17, 1956, in succession to Mr. P. J. Keogh, who is 
returning to the service of the Bank of England. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
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